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Introduction 


This  publication  presents  charts  for  recordkeeping  in  small 
sawmills.  The  first  two  sections  give  examples  of  charts  that  enable 
the  small  sawmill  operator  to  calculate  his  expenses  more 
accurately.  The  next  section  presents  charts  for  recording  produc- 
tion figures  in  both  basic  and  summary  production  records.  Then 
the  setting  up  of  an  inventory  system  is  discussed.  The  concluding 
section  discusses  the  cost/production  ratio,  the  accurate  knowledge 
of  which  is  the  goal  of  an  efficient  recordkeeping  system. 


Setting  up  Your  Activity/Expense  Records 


In  order  to  make  sure  where  your  real  expenses  lie,  you  have  to 
have  some  way  of  dividing  your  total  expenses  into  more 
manageable  parts.  We  will  discuss  here  a  method  of  dividing  up 
your  expenses  into  two  categories. 

The  first  category  will  be  kinds  of  activity  at  your  sawmill.  We 
will  express  this  activity  as  a  whole  number.  The  second  category 
will  be  types  of  expense.  Expenses  can  occur  in  any  of  the  ac- 
tivities. We  will  express  these  expenses  as  decimals,  following  the 
whole  number. 

Kinds  of  Activity 

First,  divide  your  business  into  specific  activities— the  ones  for 
which  you  want  separate  costs.  The  following  list  of  activities  may 
suffice  for  a  small  operation: 

1.  Timber  buying  and  log  buying. 

2.  Logging  and  delivery  of  logs  to  mill  yard. 

3.  Sawmilling— including  logyard  and  lumberyard  operations. 

4.  Administration— including  selling  and  other  marketing 
activities. 

However,  for  larger  operations,  consider  the  following  list: 

1 .  Timber  buying— all  activities  concerned  with  locating  timber, 
negotiating  price,  writing  contracts,  and  actually  paying  for 
the  timber. 

2.  Logging  purchased  timber— felling,  limbing,  bucking,  con- 
structing roads  and  skid  trails,  and  yarding  logs  to  a  loading 
point. 

3.  Log  hauling— loading,  transporting,  and  unloading  at  the  mill. 

4.  Log  buying— locating  log  producers  and  making  arrangements 
to  purchase  logs. 

5.  Logyard  operation— providing  an  area  for  log  storage,  grading 
and  scaling  delivered  logs,  separating  and  handling  logs  in  the 
yard,  inventorying  log  supplies,  placing  logs  on  the  mill  deck, 
and  maintaining  the  roads  and  surface  of  the  yard. 

6.  Sawmilling — sawing,  edging,  trimming,  and  disposing  of  mill 
residues. 

7.  Lumberyard  operations— providing  and  maintaining  an  area 
at  the  mill  for  lumber  storage,  handling,  and  stacking  lumber. 

8.  Air-seasoning— stacking,  stickering,  drying,  and  storing 
lumber  on  the  yard. 

9.  Selling  products— locating  markets,  negotiating  prices  and 
terms,  and  collecting  accounts. 


10.  Shipping  products — inspecting  and  grade-sorting  sawn  pro- 
ducts; loading,  transporting,  and  unloading  products. 

1 1 .  Office  operation. 

12.  Administration— functions  necessary  to  manage  the  business 
that  cannot  be  directly  charged  to  any  particular  activity — for 
example,  business  meetings. 

Now  you  can  give  each  activity  a  number  to  identify  costs 
chargeable  to  that  activity.  The  first  list  just  presented  shows  four 
activities,  which  may  be  all  you  need  to  identify  to  keep  records  for 
a  very  small  sawmill.  The  second  list  shows  12  activities.  For 
larger  operations,  this  more  detailed  breakdown  is  more 
satisfactory. 

You  can,  of  course,  use  more  than  12  numbers  if  you  need  more. 
For  example,  if  your  business  includes  some  form  of  timber  buying 
and  secondary  processing,  such  as  wooden  pallet  assembly,  you 
might  want  to  set  up  a  separate  number  for  that.  Otherwise,  ex- 
penditure for  pallet  manufacture  might  be  improperly  charged  to 
lumber  production,  or  to  some  other  part  of  the  business.  The 
number  of  activities  used  really  depends  on  the  use  you  plan  to 
make  of  the  records  being  kept.  Figure  1  shows  a  typical  list  of  ac- 
tivities, each  with  its  code  number;  these  activities  are  the  same  as 
those  numbered  1  through  12,  above. 

Types  of  Expense 

Your  second  step  is  to  specify  the  major  types  of  expense.  By 
"types  of  expense"  we  mean  the  general  sorts  of  expenditures  that 
can  occur  in  any  activity— the  expenses  to  be  found  in  almost  any 
facet  of  your  business.  Whether  your  operation  is  large  or  small, 
your  most  important  types  of  expense  are  likely  to  be  the 
following: 

.01    Equipment  and  building  depreciation. 

.02   Insurance  on  buildings  and  equipment. 

.03   Rents  and  leases  of  land,  buildings,  and  equipment. 

.04   Real  estate  and  personal  property  taxes. 

.05   Interest  chargeable  to  invested  and  borrowed  funds,  financing 

buildings,  or  carrying  log  and  lumber  and  other  product 

inventories. 
.06   Wages  and  salaries. 
.07   Social  Security  taxes. 
.08   Unemployment  taxes. 
.09   Workmen's  Compensation  Insurance. 


Figure   1— Activities. 


Activity 

Activity 
code 

Activity 

Activity 
code 

Timber  buying 

1 

Lumberyard  operation 

7 

Logging  purchased  timber 

2 

Air-seasoning 

8 

Log  hauling 

3 

Selling  products 

9 

Log  buying 

4 

Shipping  products 

10 

Logyard  operation 

5 

Office  operation 

11 

Sawmilling 

6 

Administration 

12 
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.10  Other  insurance  on  workers,  such  as  group  life  insurance  or 

hospitalization  insurance. 

.  1 1  Repair  and  maintenance  of  buildings  and  equipment. 

.12  Motor  fuels,  oils,  and  lubricants  (rolling  stock). 

.13  Electricity  (lights,  power  units,  etc.). 

.14  Heating  fuels. 

.  15  Water. 

.16  Sawlogs  purchased  either  as  stumpage  or  from  others. 

.17  Office  supplies  and  equipment. 

.18  Telephone. 

.19  Travel  expenses. 

.20  Dues  and  memberships. 

.21  Subscriptions. 

.22  Toll  fees,  fines,  and  truck  and  car  licenses. 

.23  Advertising. 

.24  Commissions  and  incentives. 

.25  Discounts  and  allowances. 

.26  Consulting  fees. 

.27  Contractor  fees  (logging  contractors,  log-  and  lumber-hauling 

contractors,  roadbuilding  contractors,  and  others). 

.28  Legal  and  professional  expenses. 

.29  Residue  disposal. 

.30  Miscellaneous  supplies  and  materials. 


Plotting  Your  Activity/Expense  Charts 

With  the  information  that  you  have  from  charts  such  as  figures  1 
and  2  you  will  find  it  quite  easy  to  draw  an  activity/expense  chart 
that  shows  each  expenditure  as  part  of  the  proper  activity.  You 
have  only  to  write  the  activity  as  a  whole  number,  followed  by  the 
type  of  expense  expressed  as  a  decimal.  You  will  find  an  example 
of  such  an  activity /expense  chart  in  figure  3.  You  will  see  that  it  is 
possible  to  pinpoint  each  expense  in  an  exact  manner. 

For  example,  in  figure  3,  an  expenditure  for  motor  fuel  (expense 
type  .12)  to  operate  the  truck  in  the  lumberyard  (activity  7)  is  iden- 
tified as  7.12  in  the  column  marked  "activity/expense  code." 
Similarly,  repair  (expense  type  .11)  for  the  chipper  in  the  sawmill 
(activity  6)  appears  in  the  "activity /expense  code"  column  as  6.11. 
Every  other  expense  can  be  recorded  with  great  specificity  in  the 
same  way. 

Not  all  of  the  expense  types  will  be  incurred  in  every  one  of  the 
activities.  Discounts  and  allowances,  to  give  an  example,  would 
probably  appear  in  the  selling  activity  only.  Expenditures  for 
sawlogs,  on  the  other  hand,  would  be  an  expense  only  in  the  log- 
buying  activity.  You  will  have  to  decide  which  expenses  belong  to 
which  activity,  according  to  the  needs  of  your  own  particular 
business  operations. 


After  you  have  specified  the  types  of  expenses  for  which  you 
need  records,  you  should  give  each  type  an  identification  number, 
expressed  as  a  decimal.  Figure  2  shows  a  typical  list  of  expense 
types,  each  with  its  decimal  code.  The  items  in  figure  2  are  the 
same  as  the  ones  just  listed;  but,  of  course,  your  list  may  be  dif- 
ferent, since  it  will  be  based  on  your  own  business  needs. 


Figure  2 — Expense  types. 


Expense  type 

Expense 

Expense 

code 

Expense  type 

code 

Depreciation,  equipment,  and  building 

.01 

Sawlogs 

.16 

Insurance 

.02 

Supplies 

.17 

Rents  and  leases 

.03 

Telephone 

.18 

Taxes  (real  and  personal  property) 

.04 

Travel  expense 

.19 

Interest 

.05 

Dues  and  memberships 

.20 

Wages  and  salaries 

.06 

Subscriptions 

.21 

Social  Security  taxes 

.07 

Toll  fees,  fines,  and  licenses 

.22 

Unemployment  taxes 

.08 

Advertising 

.23 

Workmen's  Compensation  Insurance 

.09 

Commissions  and  incentives 

.24 

Other  employee  insurance 

.10 

Discounts  and  allowances 

.25 

Repairs  and  maintenance 

.11 

Consulting  fees 

.26 

Motor  fuels,  oils,  and  lubricants 

.12 

Contractor  fees 

.27 

Electricity 

.13 

Legal  and  professional  expense 

.28 

Heating  fuels 

.14 

Residue  disposal 

.29 

Water 

.15 

Miscellaneous  supplies  and 

materials 

.30 
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Using  Your  Activity/Expense  Charts 


You  can  use  your  activity/expense  charts  to  plot  your  daily  ex- 
penses; and  then  use  these  charts  to  draw  up  other  more  specialized 
charts  to  show  other  aspects  of  the  costs  in  your  business.  We  will 
first  examine  in  detail  the  drawing  up  of  the  basic  activity/expense 
charts.  Then  we  will  give  two  examples  of  how  information  from 
these  can  be  transferred  to  the  more  specialized  charts  that  you  may 
need  in  addition. 

Daily  Activity/Expense  Charts 

You  should  make  up  a  number  of  the  activity/expense  charts,  and 
appoint  one  person  to  maintain  the  records.  All  of  these  charts,  day 
by  day,  should  be  kept  together.  If  you  wish,  you  can  have  them 
placed  in  some  kind  of  binding.  This  will  give  you  what  is,  in  ef- 
fect, a  daily  journal  of  your  business  costs. 

All  expenditures  should  be  recorded  day  by  day  as  soon  as  the 
transaction  has  been  made.  Record  the  item,  the  quantity,  and  the 
cost  per  item.  If  the  day's  expense  can  be  subtracted  from  a 
previous  bulk  purchase,  you  might  want  to  note  this  by  •some  sort 
of  checkmark,  since  you  will  be  using  this  information  for  the  con- 
tinuous record,  which  will  be  discussed  later  when  figure  4  is 
presented. 

The  sort  of  information  that  should  be  transferred  to  each  daily 
expense/activity  chart  should  certainly  include  data  from  the  fol- 
lowing sources: 

1 .  Time  reports  showing  hours  worked,  jobs  performed,  and  wage 
rate  or  salary  for  every  employee  of  the  firm.  A  more  special- 
ized, personal  chart  for  each  employee's  work  is  discussed 
below  and  shown  in  figure  5. 

2.  Charge  slips,  cash  receipts,  invoices,  purchase  orders,  or  other 
records  showing  the  cost  of  items  or  services  obtained.  The 
quantity,  cost,  and  use  made  of  each  item  or  service  must  be 
reported  by  the  person  incurring  the  expenditure,  and  then 
recorded  in  the  daily  chart. 

3.  A  notebook  to  record  the  quantity,  cost,  and  use  of  items  pur- 
chased with  petty  cash.  Although  such  expenditures  may  seem 
too  small  to  justify  the  time  spent  recording  them,  in  a  year 


they  can  add  up  to  sizable  costs  for  certain  activities. 
4.    Insurance  premium  statements,  tax  statements,  depreciation 
records.  Social  Security  and  Workmen 's  Compensation  pay- 
ment records,  rent  and  lease  contracts,  travel  expense  reports, 
and  check  stubs. 

You  may  have  a  problem  occasionally  in  determining  how  much 
of  an  expenditure  you  should  charge  to  a  specific  activity.  But  us- 
ing records  such  as  these  will  make  matters  easier.  You  will  have 
to  prorate  costs  on  an  actual  or  estimated-use  basis.  If  a  piece  of 
equipment  is  not  always  used  for  only  one  activity,  you  must 
establish  some  basis  for  distributing  its  total  cost  among  the  ac- 
tivities involved.  For  instance,  if  a  carry-lift  truck  hauls  logs  70 
percent  of  the  time  and  hauls  lumber  30  percent  of  the  time,  a 
70-to-30  ratio  can  be  used  to  distribute  its  costs  between  the  log- 
and  lumber-hauling  activities.  Similarly,  total  costs  for  a  lift  truck 
used  in  both  the  logyard  and  lumberyard  can  be  distributed  to  each 
activity  on  a  percentage  basis.  If  very  accurate  cost  records  are 
needed,  you  must  develop  hourly  rates  for  this  equipment.  These 
hourly  rates  can  be  computed  by  calculating  total  operating  costs  by 
machine  costs  and  prorating  the  costs  to  an  hourly  basis.  Then 
divide  the  cost  of  operating  the  piece  of  equipment  by  the  produc- 
tion rate  per  hour  to  obtain  the  operating  rate  per  hour.  Then  you 
can  distribute  costs  to  the  appropriate  activity  according  to  actual 
time  used. 

More  Specialized  Charts 

You  now  have  the  basic  financial  information  you  need.  It  is  all 
on  your  activity/expense  charts,  kept  together  day  by  day  (and 
perhaps  bound  to  form  some  sort  of  a  daily  journal).  Now  you  can 
use  this  information  to  draw  up  more  specialized  charts  to  pinpoint 
more  exacdy  some  particular  aspect  of  your  business  costs. 

Figure  4  shows  the  most  useful  sort  of  specialized  chart— the  con- 
tinuous record  of  purchase  and  use.  For  this,  you  choose  one  item 
of  purchase  and  use — the  example  given  shows  gasoline— and  keep 
a  running  account  of  your  continuing  expenses  for  this  one  item. 


Figure  3— Activity /expense  chart. 


Date 
(1980) 

Transaction 

Activity/  expense 
code 

Amount 

Dollars 

4-16 

Repair  fork  lift  (log  yard) 

5.11 

$  90.00 

4-16 

Utilities  (electricity-March): 

Sawmill 

6.13 

130.00 

Office 

11.13 

46.00 

4-16 

Repair  chipper  (sawmill) 

6.11 

476.00 

4-16 

Gasoline: 

Logyard  truck 

5.12 

12.00 

Lumberyard  truck 

7.12 

10.00 

Products-hauling  truck 

10.12 

60.00 

4-16 

Standard  telephone  (March): 

Office  operation 

11.18 

16.00 
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Figure  4 — Continuous  record  of  purchase  and  use  (example  is  for  gasoline). 

Starting  balance1  458  gal. 


Date 

Quantity 
purchased 

Issued  for: 

Activity/  expense 
code2 

Quantity 
issued 

Cost  of 
issue 

Quantity 
balance 

Gallons 

Gallons 

Dollars 

Gallons 

3-2 

Sawmill 

6.12 

30 

39.00 

408 

3-3 

200 

608 

3-3 

Manager 's  car 

12.12 

10 

13.30 

598 

1  Obtained  from  last  entry  in  quantity  balance  column  on  previous  record  or  from  inventory  of  stock. 

2  Bookkeeper  is  probably  best  qualified  to  complete  these  columns.  Could  be  done,  however,  by  person  issuing  the  items  if  he  or  she  has  a  copy  of 
the  lists  of  activities  and  expense  types  and  has  cost  prices  for  reference. 


Figure  5 — Individual  time  report  (example  is  daily). 

Date(s)  covered:  March  2, 19   Rate  per  hour:  $5.00 


Name:  Pete  Smithy    Timekeeper:  John  Clark 


Worked1 

Jobs  Done 

Activity/Expense 
code 

Amount 

Hours 

3 
4 

Minutes 
30 
30 

Grease  carry-left  truck 
Repair  carriage 
Repair  debarker 

5.12 
6.11 
6.11 

Dollars 
2.50 
17.50 
20.00 

82 

40.002 

1  Entries  in  these  columns  should  be  made  by  the  person  who  prepares  the  time  report. 

2  The  total  number  of  hours  and  dollars  should  equal  the  hours  and  amount  the  individual  will  be  paid  during  the  period  covered  by  this  report. 


The  starting  balance  is  carried  over  from  any  earlier  chart.  Note 
that  the  activity /expense  code  appears  in  this  chart  just  as  it  does  in 
the  charts  in  figures  1  and  2,  so  that  the  costs  are  still  being  kept 
track  of  by  activity  and  type  of  expense. 

Another  example  of  a  more  specialized  chart  is  figure  5.  This 
shows  an  individual  time  report  for  one  employee.  The  example 
shown  is  for  1  day  only;  but  1-day  records  are  most  useful  for 
employees  whose  jobs  differ  on  different  days.  A  weekly  or 
monthly  time  report,  drawn  up  in  the  same  way,  might  be  more 
suitable  for  employees  who  work  at  the  same  job  every  day. 

Expense  Summaries 

You  now  have  a  daily  record  of  your  expenses.  But  expenses 
recorded  day  by  day  must  be  summarized  periodically.  If  you 
prepare  a  summary  record  using  your  daily  activity /expense  infor- 
mation, you  will  be  able  to  see  at  a  glance  where  your  weekly  or 
monthly  expenses  were  incurred. 

An  example  of  such  a  summary  of  expense  is  figure  6.  This  one 
was  drawn  on  tablet-sized  paper,  but  you  could  use  the  wide  ac- 
counting sheets  available  in  pads  at  most  office  supply  stores.  The 
main  requirement  is  that  you  make  the  horizontal  headings  the  ac- 


tivities, and  the  stubheads  (the  vertical,  left-hand  headings)  the  type 
of  expense. 

Expenses  can  be  summarized  for  any  period  you  choose.  For 
close  control  of  costs,  weekly  summaries  are  needed.  But  monthly 
or  quarterly  summaries  are  more  useful  for  some  purposes.  The 
frequency  of  cost  summaries  should  reflect  the  needs  of  your 
business. 

Certain  costs  that  occur  only  once  a  year,  such  as  depreciation  of 
buildings  and  equipment,  can  be  divided  up  into  monthly  costs  if 
that  is  helpful  to  you.  For  example,  if  the  annual  depreciation  of 
sawmill  buildings  and  equipment  is  $24,000  and  you  want  to  know 
the  monthly  cost,  you  can  divide  $24,000  by  12  and  record  the 
amount  ($2,000)  on  each  monthly  summary  sheet.  Insurance  on 
buildings  and  equipment  and  on  the  rental  of  buildings  and  equip- 
ment, as  well  as  any  interest  paid  on  indebtedness,  can  be  deter- 
mined monthly  and  recorded  in  this  same  way. 
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Figure   6 — Expense  summary. 


Summary  of  expenses  for  the  period  to 


Type  of  expense 

Activity  and  number 

Log 
buying 

Saw 
milling 

Lumberyard 
operations 

Product 
selling 

Product 
shipping 

v^y 

Admin- 
istration 

(6~) 

T^oT"»"po/"»i q fi cm   omiiTiTnoTit  ar\H  Vvi i i  1 i ti 

J_'t.  pi  t/UlcLUlUIl,  CU^LLL^JliiOli  0,  dllU.  U LLLLUXLlg 

11  lb  LLL  dlloc 

Rents/leases 

IdAcb  ^lOCU.  CtilU.  ^Jt?l  bUlJ.CU  ^JJ/U^/Cl  bjr  ^ 

Tt~i  topoot 

VVagCD  CLJ.  1U  OddClfi.  ICO 

Social  Security  taxes 

Unemployment  taxes 

Other  employee  insurance 

Repairs  and  maintenance 

Motor  fuels,  oils,  and  lubricants 

Electricity 

Heating  fuels 

Water 

Sawlogs 

Telephone 

Travel  expense 

uues  ana.  rneiuDersnip 

Subscriptions 

Toll  fees,  fines,  and  licenses 

Advertising 

Commissions  and  incentives 

Discounts  and  allowances 

Consulting  fees 

Contractor  fees 

Legal  and  professional  expenses 

Residue  disposal 

Miscellaneous  supplies  and  materials 

Total 
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Setting  up  Production  Records 


Any  accounting  system  will  be  most  useful  if  costs  are  ex- 
pressed per  unit  of  production.  Otherwise  it  is  difficult  to  com- 
pare expenditures  incurred  in  one  period  with  those  in  another 
because  the  amount  produced  may  have  differed  enough  to 
change  costs  significantly. 

But  to  find  the  cost  per  unit  of  production,  you  must  keep 
records  of  how  much  has  been  produced,  bought,  sold,  or  other- 
wise handled  in  each  activity  of  the  business.  Even  though  you 
may  need  only  weekly,  monthly,  quarterly,  or  semiannual  sum- 
maries of  such  information,  you  should  collect  production  data 
daily.  Otherwise  it  is  difficult  for  you  to  determine  accurately 
such  things  as  log  volumes  purchased,  lumber  volumes  pro- 
duced, lumber  volume  dried  or  sold,  or  inventories  of  logs  and 
lumber  on  hand  during  a  specific  period. 

You  need  basic  records  and  summary  records,  as  well  as  an 
inventory  system. 

Figure  7 — Daily  record  of  logs  received  at  logyard. 


Basic  Records 

A  tally  of  materials  moving  into  or  out  of  the  logyard  and 
lumberyard  should  be  made  whenever  materials  are  received, 
transferred,  or  shipped.  These  tallies  can  be  summarized  when 
necessary. 

Each  time  a  load  of  logs  is  received,  someone  should  scale 
and  grade  the  logs,  and  then  write  this  information  on  a  log 
receipt  form  (fig.  7).  Similarly,  someone  should  tally  and  grade 
the  products  each  time  lumber  is  shipped  to  market  or  passes 
from  one  stage  of  production  to  another  (from  air-drying  to 
storage,  for  example),  and  this  information  also  should  be 
recorded  on  a  chart  (see  fig.  8). 

These  basic  records  of  production  will  enable  you  to  deter- 
mine such  things  as  how  many  board  feet  of  logs  were  received 
by  the  mill,  or  what  was  the  volume  of  lumber  shipped  to 
market.  You  can  summarize  this  information  by  grade  and 


Date: 


Received  from  (check  one): 

 Independent  logger:  (show  name  of  logger) 

 Woodland  owner:  :  (show  name  of  owner) 

 Other:  (show  source  of  logs) 

Remarks:  


Species 

Grade 

Price  per  thousand 
hoard  feet 

Volume 

Amount  J 

Dollars 

Board  feet 

Dollars 

Yellow-poplar 

1 

130 

230 

29.90 

Yellow-poplar 

2 

110 

650 

71.50 

Yellow-poplar 

3 

90 

320 

28.80 

Red  oak 

2 

170 

675 

114.75 

Red  oak 

3 

120 

435 

52.20 

Chestnut  oak 

2 

140 

360 

50.40 

Total 

2,670 

347.55 
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species  as  well;  this  was  done  in  figures  7  and  8. 

You  also  need  records  of  the  volume  of  logs  purchased  and 
sawn  by  your  mill.  There  are  several  ways  to  collect  such 
information: 

1.  As  logs  are  received  on  the  logyard,  species,  grade,  and 
net  volume  should  be  determined  and  recorded  on  a  log 
scaling  form  (fig.  9).  Log  producer  should  be  identified. 


2.  The  log  volume  can  be  marked  on  the  end  of  the  log  by 
stamping,  writing,  or  using  a  waterproof  tag  (fig.  10). 

3.  The  carry-lift  operator,  debarker  operator,  or  sawyer  can 
collect  the  tags  or  tally  volumes  of  each  log  placed  on  the 
mill  deck  for  sawing. 

4.  This  log-sawing  information  can  then  be  transferred  to  a 
more  permanent  record  (fig.  11). 


Figure  8 — Daily  record  of  lumber  shipped. 


Date: 


Stripped  to:. 

Address:  

Remarks:  


(show  name  of  buyer) 


Species 

Grade 

Unit  price1 

Quantity2 

Amount3 

Lumber: 

Yellow-poplar,  4/4 
Yellow-poplar,  4/4 
Yellow-poplar,  4/4 

FAS 
SAPS 
1  Com 

dollars 

420 
400 
260 

2,250 
4,375 
5,500 

Dollars 

945.00 
1750.00 
1430.00 

Subtotal 

12,125 

4125.00 

Ties: 
Red  oak 

No.  5  Tie 

9.00 

25 

225.00 

Subtotal 

25 

225.00 

4350.00 

1  To  be  completed  by  bookkeeper  (price  per  thousand  board  feet  or  per  tie). 

2  To  be  completed  by  shipping  inspector  (board  feet  of  lumber  or  number  of  ties). 

^Lumber  prices  are  those  obtained  from  Hardwood  Market  Report,  Memphis,  TN,  January  28,  1984. 
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A  daily  tally  of  green  lumber  cut  at  the  mill  should  also  be 
kept.  The  daily  total  footage  tally  can  be  recorded  by  the  grader 
on  the  green  chain  (figs.  12  and  13),  or  in  small  production 
mills  where  there  is  no  grader  by  tallying  volume  by  packages 
of  lumber  sawed. 


If  you  want  a  separate  record  of  lumber  that  will  be  airsea- 
soned,  use  a  chart  like  figure  8,  and  on  it  show  "Air-seasoning 
yard"  on  the  "Shipped  to"  line  when  lumber  is  placed  in  the 
seasoning  piles,  and  "From  air-seasoning  yard"  in  the  space  for 
"Remarks"  when  lumber  is  loaded  out  of  the  air-dry  piles. 


Figure  9 

Source:  (Show  name  of  producer  or  woodlot  where  logs  originated) 


Species 

Grade 

Volume 

Species 

Grade 

Volume 

Red  oak 

2 

45 

Red  oak 

2 

35 

Yellow-poplar 

1 

70 

Red  oak 

2 

45 

White  oak 

2 

55 

White  oak 

1 

80 
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Summary  Records 

A  summary  record  should  be  maintained  to  show  the  volume 
of  logs,  lumber,  and  other  products  on  hand.  Current  inventory 
forms  (figs.  14  and  15)  are  recommended  for  this  purpose;  they 
are  discussed  in  the  next  section. 

You  can  maintain  separate  forms  for  logs  from  purchased 
timber  and  for  logs  from  independent  loggers,  woodland  owners 
or  other  sources.  This  would  allow  you  to  analyze  costs  by  the 
major  sources  of  procurement.  The  inventory  also  can  be 
recorded  by  species  and  log  grade. 

Figure  10 — Log  volume  tag. 


Species:  Red  oak 

Grade:  2 


Net  volume:  55  

From:     (Show  name  of  producer  or  woodlot) 


Figure  12 — Tally  form  for  hardwood  lumber. 

Species  Grade  Thickness  Date 


Surface 
measure 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

No. 
pieces 

Total  surface 
measure 

1 

2 

III 

3 

3 

3 

m 

II 

7 

7 

4 

till 

III 

8 

8 

5 

1 

6 

6 

6 

i 

1 

1 

7 

m 

1 

11 

11 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Note:  Use  dot  or  line  tally  to  record  surface  measure.  Items  are  recorded  by  species,  grade  thickness,  surface  measure.  The  board-foot  tally 
is  computed  from  the  thickness  and  surface  tally  on  separate  sheets  if  green  grading  is  done. 


Figure  11 — Logs  sawed. 

Period: 


Species 


Log  grade 


Scaled 
net  volume 


Red  oak 
Red  oak 
Red  oak 
Yellow-poplar 
Yellow-poplar 
Yellow-poplar 

Total 


Board  feet 

6,751 
8,122 
8,323 
8,757 
4,320 
8,018 

44,291 
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Figure  13— Tally  form  for  softwood  lumber. 


Species  Grade  Thickness  Date 


Width 

Length 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

No.  pieces 

O 

O 

8 

in 
III 

3 

10 

5 

IS 

14 

16 

4 

6 

HU 

5 

8 

10 

10 

a  n 

5 

IS 

"HU 

tw 

III 

13 

14 

16 

5 

6 

8 

10 

12 

14 

16 

6 

6 

8 

"Kil 

111! 

13 



10 

m 

III! 

14 

12 

14 

16 

7 

6 

O 

O 

10 

12 

14 

16 

8 

6 

8 

10 

12 

14 

16 

Note:  A  dot  or  line  count  is  made  for  each  piece  sawed,  by  width  and  length.  Footage  is  computed  from  these  records. 


Items  are  recorded  by  species,  grade  thickness,  surface  measure.  The  board-foot  tally  is  computed  from  the  thickness  and  surface  tally  on 
separate  sheets  if  green  grading  is  done. 
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Setting  up  an  Inventory  System 


As  stated  above,  a  summary  record  of  production  necessarily 
shows  the  volume  of  logs,  lumber,  and  other  products  on  hand. 
It  is  very  desirable  that  an  orderly  system  of  recording  your  in- 
ventory be  set  up  and  maintained. 

The  first  step  in  an  inventory  system  is,  of  course,  to  ascer- 
tain what  logs  and  lumber  are  presently  on  hand.  Then  a  form 
for  recording  the  inventory  must  be  drawn  up  (see  figs.  14  and 
15).  On  the  form,  the  inventoried  volumes  can  be  entered  in  the 
"Initial  balance"  space  at  the  upper  right-hand  corner. 

Next,  the  column  of  logs  received  and  sawed  and  the  volume 

Figure  14 — Current  log  inventory. 


of  lumber  produced  and  shipped  (these  numbers  are  taken  from 
charts  like  figs.  7,  8,  and  11)  must  be  entered  each  day  on  the 
corresponding  current  inventory  forms.  Figures  14  and  15  are 
examples  of  such  completed  inventory  forms. 

Such  records  will  provide  a  continuous  inventory  of  the 
volume  of  logs,  lumber,  and  other  products  on  hand.  Where 
more  detailed  inventory  information  is  desired,  you  should  also 
maintain  such  records  for  the  various  grades  of  each  species  of 
logs,  lumber,  and  other  products  handled.  This  is  indicated  by  a 
"note"  at  bottom  of  the  example  forms  (figs.  14  and  15). 


Month 

Vfifl.p 

Initial  balance  24,519 

Logs  sawed  (board  feet) 

(from  previous  balance) 

Date 

Received 

Sawed 

Balance 

i 
i 

1  9  A^C 

o,  1  r  o 

28,778 

o 

< 

Q    Q  Q  C 

0,000 

29,866 

O 

1  1  AftR 
J.  x  ,^oo 

A  PRO 

32,501 

A 

4 

11,210 

8,340 

35,371 

c 
O 

12,100 

8,100 

39,371 

D 

2,335 

7,900 

33,806 

( 

6,230 

7,650 

32,386 

8 

3,100 

7,950 

27,536 

9 

11,400 

8,620 

30,316 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

End  of  month 

*  Transfer  to  initial  balance  for  next  month. 


Note:  Separate  forms  can  be  kept,  if  desired,  for  logs  that  come  from  purchased  timber  and  for  logs  that  come  from  independent  loggers, 
woodland  owners,  or  other  sources.  This  would  permit  analyzing  costs  by  the  two  major  sources  of  logs.  And,  if  desired,  the  inventory 
can  be  kept  by  species  and  grade  of  logs. 
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Figure  15— Current  lumber  inventory. 


Inventory  is  for:  Lumber . 
Month   Year 


Produced. 

Shipped 

Balance 

1 

8,500 

1,951 

10,451 

2 

7,900 

4,850 

13,501 

3 

4 

5 

8,200 

16,500 

5,201 

6 

8,350 

— 

13,551 

7 

8,220 

2,000 

19,771 

8 

7,910 

2,500 

25,181 

9 

7,640 

10,100 

22,721 

10 

11 

12 

7,975 

3,500 

27,196 

13 

7,650 

750 

34,096 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

End  of  month 

*  Transfer  to  initial  balance  for  next  month. 

Note:  If  desired,  a  separate  inventory  of  this  type  can  be  kept  for  each  species  and  grade  of  lumber  and  other  products. 


Initial  balance  3,903  

(from  previous  month) 

Board  feet  of  lumber 


Cost/Production  Ratio:  Goal  of  an  Efficient  Record- 
keeping System 


The  expenditure  and  production  records  that  you  have  kept 
will  provide  information  that  can  be  used  to  determine  specific 
costs  per  thousand  board  feet  for  any  part  of  the  operation.  For 
example,  costs  can  be  determined  for  logs  purchased  from  a  cer- 
tain source  and  from  lumber  produced  from  logs  obtained  from 
that  source.  Such  costs  can  be  computed  by  dividing  the  total 
cost  charged  to  an  activity  (from  an  expense  summary  like 
figure  6)  by  the  log  or  lumber  volume  in  thousands  of  board 
feet  (which  will  be  found  in  production  records  such  as  figures  7 
through  15).  To  compare  your  sawing  costs  in  April  with  those 
in  March,  for  example,  assume  your  records  contain  the  follow- 


ing information: 

March  expense  summary,  total  $5,541.37 

Lumber  produced  during  March  136,700  board  feet 

April  expense  summary,  Total  $6,032.41 

Lumber  produced  during  April   140,200  board  feet 


Dividing  $5,541.37  by  136.7  yields  $40.54,  the  cost  of 
operating  the  milling  activity  per  thousand  board  feet  sawed 
during  March.  Dividing  $6,032.41  by  140.2  yields  $43.03,  the 
cost  of  operating  the  milling  activity  per  thousand  board  feet 
sawed  during  April. 

Once  you  have  made  the  comparison,  you  may  want  to  know 
what  caused  the  increase  of  $2.49  per  thousand  in  production 
costs.  Summarizing  each  expense  for  the  2-month  period  may 
show  that  some  costs  have  stayed  the  same. 
Excerpts  from  March  expense  summary 


Labor  $2,100 

Lube  and  fuel  400 

Electrical  900 

Telephone  100 
Excerpts  from  April  expense  summary 

Labor  $2,599 

Lube  and  fuel  425 

Electrical  1,110 

Telephone  99 


In  this  example,  you  may  find  that  some  costs  have  decreased 
per  thousand  while  others  have  increased,  and  still  others  have 
stayed  the  same.  If  your  labor  cost  increased  per  thousand  while 
a  greater  volume  was  produced,  you  should  try  to  determine 
why.  Maybe  extra  off -bearers  were  used  from  time  to  time  to 
help  handle  large  timbers  being  sawed. 

Or  perhaps  a  person  on  sick  leave  was  replaced  by  another 
with  a  higher  hourly  wage  rate.  Maybe  sawmill  repairs  and 
maintenance  increased  per  thousand  because  of  sawing  dirty 
logs.  Once  you  discover  what  caused  the  $2.49-per-thousand  in- 
crease, you  are  in  a  good  position  to  analyze  the  causes  and 
estimate  the  cost  of  correcting  the  problem,  and  thus  prevent 
costs  from  getting  out  of  control. 

There  are  several  cost/production  ratios  that  need  frequent 
review,  all  of  which  can  be  computed  from  the  expense  sum- 
maries (fig.  6)  and  the  production  records  (figs.  7  through  15) 
discussed  earlier: 

1 .  Total  production  costs  per  thousand  board  feet  of  lumber 
sold.  This  figure,  when  compared  to  prices  received  for 
lumber,  can  be  used  to  show  the  difference  between  the 
income  and  the  costs  or  margin  of  profit  or  loss. 


2.  Timber  buying,  logging,  and  log-hauling  costs  per  thou- 
sand board  feet  of  logs  received  from  purchased  timber 
stands.  This  figure  indicates  the  quality  of  logs  delivered 
to  the  mill  and  log  purchase  price. 

3 .  The  cost  of  logyard  operations  per  thousand  board  feet  of 
logs  handled.  This  figure  measures  changes  in  the  efficiency 
of  logyard  operation,  especially  when  compared  to  a 
previous  or  average  logyard  operation  cost. 

4.  The  milling  costs  per  thousand  board  feet  of  lumber  or  ties 
produced.  This  figure  indicates  costs  of  production. 

5.  The  lumberyard  operations,  air-seasoning,  selling  and 
product-shipping  costs  per  thousand  board  feet  of  lumber 
handled.  This  suggests  how  much  it  would  cost  to  resell 
lumber  purchased  from  another  mill. 

6.  The  administrative  and  office  operations  costs  per  thou- 
sand board  feet  of  products  sold.  This  overhead  figure 
reflects  the  cost  of  keeping  records,  managing  personnel, 
and  administering  the  business. 

You  will  find  that  financial  indicator  ratios  are  a  helpful  tool 
both  to  measure  financial  progress  and  to  identify7  weak  areas  of 
the  business.  These  financial  ratios  are  merely  a  relationship  bet- 
ween two  sets  of  dollar  values  determined  by  dividing  one  set 
by  the  other  set  (for  example,  cost  of  raw  material  used  divided 
by  sales;  total  operating  expense  divided  by  sales).  These  ratios 
should  be  computed  frequently.  In  addition,  whenever  possible, 
your  ratios  should  also  be  compared  with  those  of  other  sawmill 
operations  of  similar  size. 

Accounting  records  also  may  help  you: 

1.  Determine  the  volume  of  logs  by  grade  and  species 
delivered  to  the  mill.  Such  information  indicates  the  ade- 
quacy of  log  inventory. 

2.  Determine  the  grade  lumber  recovery  from  each  grade  of 
log  used  at  the  firm.  Such  information  can  be  used  to  check 
the  performance  of  the  mill  crew  and  to  determine  the  max- 
imum price  that  can  be  paid  for  various  grades  of  logs. 

3.  Determine  almost  instantly  whether  or  not  a  buyer's  needs 
can  be  met  from  lumber  inventory.  Being  able  to  say  "yes" 
instead  of  "maybe"  when  an  order  is  received  can  be  the 
difference  between  making  and  losing  a  good  sale. 

4.  Summarize  the  volume  and  value  of  material  manufactured 
and  sold. 

5.  Determine  pricing  of  various  items— for  example,  in  paying 
for  logs,  in  setting  labor  rates,  in  determining  marginal 
species  and  grades,  and  generally  in  analyzing  mill 
efficiency . 

6.  Prepare  periodic  profit  and  loss  statements  together  with 
balance  sheet  of  net  worth. 

7.  Prepare  tax  returns. 

8.  Determine  insurance  needs. 

9.  Determine  equipment  needs/replacement. 

You  can  see,  then,  that  a  recordkeeping  system  may  be 
beneficial  to  a  small  sawmill  operator.  The  best  system  for  you 
will  be  one  that  is  carefully  planned  and  developed  to  meet  your 
own  requirements. 
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